
   Federal Accounting Standards Advisory Board 
 
July 13, 2006 
    
TO:  Members of FASAB 
 
FROM: Richard Fontenrose, Assistant Director 
 
THROUGH: Wendy Comes, Executive Director 
 
SUBJECT: Social Insurance – Tab E 
 
NOTE: FASAB staff prepares memos and other materials to facilitate discussion of issues at 
Board meetings.  This material is presented for discussion purposes only; it is not intended to 
reflect authoritative views of the FASAB or its staff.  Official positions of the FASAB are 
determined only after extensive due process and deliberations. 

 
The staff objective for the July meeting is to review the latest draft of the social insurance 
exposure draft (ED).  Changes have been made to reflect the decisions made at the May 
FASAB meeting.  A “track changes” edition of the ED is at Tab E.  Since at the July meeting the 
Board will be focusing on the changes to the May ED and since it is possible that alternative 
views or other material will be offered before or at the meeting, the staff decided not to include a 
“clean” ED edition at this time. 
 
The changes from the May draft ED are: 
 

• The Chairman’s cover letter has been expanded to point out to respondents that there is 
more than one perspective under discussion and to ask them to consider both. 

 
• Questions for respondents – 
 

o Mr. Werfel and the Office of Management and Budget have redrafted questions 
3 and 4 that were in the May draft, which are now numbered 4 and 5.  Also, 
question 14 is newly submitted by OMB and involves international accounting 
parallels, as mentioned by OMB at the May meeting.  These questions were 
submitted later in the day on Thursday, July 13, and FASAB staff has not 
reviewed or commented on them as yet. 

o FASAB staff has revised the other questions from the May draft, including 
adding a new question (#13) to reflect the members’ comments at the May 
meeting. See questions 3, 9 and 13. 

o All questions now ask respondents to discuss their rationale, whether they agree 
or disagree. 
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• Basis for conclusions – 
 

o In response to member comments in May regarding balancing the arguments, 
paragraphs have been added (pars. 53-63) arguing a “some-people-believe” 
position that work in covered employment is the obligating event for social 
insurance and therefore expense and liabilities should be recognized when such 
work is performed rather than waiting until 40 quarters.  Including this position 
along with the 40-quarter, retirement, and “due and payable” events, means that 
a full spectrum of possible obligating events have been surveyed.  These 
paragraphs are cross-referenced to the relevant "questions for respondents." 

 
o Also in this vein, paragraphs have been added (pars. 65-69 and 138-144) to 

represent the “minority view” on the Board – i.e., that the liability is not incurred 
at 40 quarters but rather is the “due and payable” amount, and that what is 
needed is additional information on sustainability. These paragraphs are also 
cross-referenced to the relevant "questions for respondents."  

 
• An explanatory table has been added to the glossary definition of “fully insured” to 

illustrate the points when participants become “fully insured,” including permanently fully 
insured. 

 
Staff anticipates that, absent major changes based on the July meeting, a pre-ballot draft could 
be circulated in early August with the objective of identifying remaining edits and balloting by the 
September meeting. 
 
In addition, the members opposed to the position taken in the draft ED have asked that the 
Board consider the merits of issuing a preliminary views (PV) document.  Preliminary views 
present the Board’s preliminary selection of an alternative solution.  The Board may not issue a 
final statement based on a PV; an exposure draft must precede a final statement.  However, the 
Board has issued PVs in the past on critical issues.  For example, the Board issued a PV prior 
to issuing the exposure draft that led to SFFAS 25, Reclassification of Stewardship 
Responsibilities and Eliminating the Current Services Assessment.  Because the majority 
position is thoroughly developed, staff believes that the current ED could be converted to a PV 
relatively quickly and a pre-ballot draft could be circulated on the same schedule outlined for the 
ED. 
 
Staff is also conveying a recent op-ed item from The New Republic as an attachment to this 
letter.  



Attachment – Op Ed  
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